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THE BUYING HABITS OF USED CAR PURCHASERS 


EDITOR’S NOTE: The used car problem in North America 
has always been an acute one for the industry, and is especially 
so at the present moment. All the automobile firms recently 
changed the date for introducing new models from the spring to 
the fall months. The primary motive in this move was to over- 
come low labour employment during the winter months. From a 
social point of view the executives in the industry deserve our 
commendation. One product of the change has been the undue 
accumulation of used cars in the hands of dealers. 

This survey was made by Messrs. Smith, Bythell, Adams, Duff, 
Hunter and Quinlan as a part of their work in the Sales Manage- 
ment course at the University of Western Ontario. It was sum- 
marized for presentation in this review by Beverley E. Smith and 











Randal K. Bythell. 


HE increasing significance 
of “trade-ins” as the de- 
termining factor in profits for 
the automobile industry has 
been well demonstrated by the 
fact that five used cars must be 
sold to effect the sale of two new 
ones. With the importance of 
this problem in mind, a survey 
into the buying habits of used 
car purchasers was recently con- 
ducted in the London area with 
results as presented in the fol- 
lowing pages. 


Total 1935 transactions in 
London approximated 1,800. Of 
these, one hundred and forty 
purchasers were interviewed. 
From the questionnaires (for a 
copy see page 57) obtained 





1Consensus of four automobile dealers 
in the City of 






in this manner, one hundred 
and four were accepted as free 
from misrepresentation and used 
as the basis for answers to the 
seven questions set forth in the 
succeeding sections of this re- 
view. Accuracy of results was 
tested, wherever possible, by the 
use of cross-checking questions. 
Analysis was based on three 
breakdowns as given below: 


(a) Price of Car Purchased: 
Group 1—$100 and less. 

Group 2—$100 to $300. 
Group 3—$300 to $700. 
Group 4—$700 and over. 

(b) Income Classification: 
Class A—Wealthy income group. 
Class B—Upper professional 

class. 
Class C—Highly paid labourers. 
Class D—Unskilled labourers. 
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INCOME CLASSIFICATION OF USED CAR 
PURCHASERS 
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(c) Age Classification: 
Group 1—30 years and under. 
Group 2—30 to 50. 

Group 3—50 and over. 


Who Are the Purchasers of 
Used Cars? 

The bulk of used car purchas- 
ers belonged to classes C and D 
of the income groups though, 
strangely enough, the average 
purchase ranged between $300 
and $700. 


Why Are Used Cars Purchased 
Rather Than New Ones? 

As might be expected, price 
was the dominating factor in all 
but 18% of used car purchases; 
59% ascribed their purchase to 
price alone, nearly all of them 
belonging to class D; 89.4% gave 
a new car preference—generally 
within the low price group repre- 
sented by Plymouth, Ford and 
Chevrolet. In only 49.1% of the 
cases did this preference agree 
with the used car actually pur- 
chased. The difference serves to 
emphasize price as the prime 
motivator. 

A tendency to trade up, that 
is, to purchase a more expensive 
car, was exhibited by 69% of the 
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purchasers. This statement must 
be qualified by a consideration of 
price changes over a period of 
several years as gaged by a 
comparison with similar price 
changes in the new car field. 


What Features Are Looked For 
in a Used Car? 

Economy of operation was 
stressed by 44.4%, while 35.8% 
gave mechanical reliability as 
the feature to be most desired. 
That over 80% mentioned one or 
other of these factors may be 
ascribed to the preponderance of 
class D in the sample. While 
economy of operation and me- 
chanical reliability were factors 
in all classes, B and C purchas- 
ers indicated some interest in 
riding comfort and appearance. 


FEATURES LOOKED FOR IN A USED CAR 
PURCHASED BY PRICE CLASSIFICATION 
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How Is Contact Effected 
Between Buyer and Seller? 


The major factors in making 
contact between buyer and seller 
were salesmen (37%) and dis- 
plays (32%). Only 18% were 
conscious of any pressure exert- 
ed by advertising in the accepted 
sense and 13% acted upon the 
advice of disinterested parties. 
Though such a result would seem 
to refiect upon the efficacy of 
advertising in publications, by 
radio and by word of mouth, as 
a selling factor, there was no 
way of checking its influence as 
a primary motivator breaking 
down sales resistance in advance 
of actual sales contact. 


A price analysis indicated that 
salesmen were the first point of 
contact for sales over $500, while 
the purchase of cars under this 
price was suggested by adver- 
tising. Such information may 
be interpreted as a neglect of 
salesman follow-up in the lower 
price classes by dealers. With 
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the increased sensitivity of pur- 
chasers to advertising of the 
lower price groups, adequate 
sales follow-up should bring im- 
mediate results. The use of sucha 
policy as a means of selling high- 
er priced cars is indicated by the 
fact that only 34% actually 
bought the car advertised. In 
other words, advertising served 
as a price leader in 66% of the 
cases affected in any measure by 
this medium. 


CONTACT BETWEEN BUYER AND SELLER 
BY PRICE CLASSIFICATION 
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Once contact was established, 
it was found that 61% of pur- 
chasers were sold by the first 
dealer approached. The fact that 
more were not sold may be at- 
tributed to the shopping tenden- 
cies of those primarily interested 
in price. 


Is There a Case For Brand 
Loyalty in Used Cars? 


Since only 41% of repeat pur- : 


chasers bought the same make 
of car as they had previously 
driven and since only 48.4% of 
all persons interviewed actually 





purchased the car of their orig- 
inal intention, the case for brand 
loyalty would appear to be 
rather weak. There is an indi- 
cation of brand consciousness, 
however; 60.6% of all cases had 
a particular make of car in mind 
before any contact was estab- 
lished with dealers. That such 
a number had definite prefer- 
ences may be ascribed to the 
effectiveness of advertising as a 
medium for educating the public 
to the merits of a particular 
brand. When broken down by 
price classification this brand 
consciousness was found to in- 
crease with the upward trend in 
prices; that is, brand conscious- 


BRAND LOYALTY EVIDENCED BY PUR- 
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ness tends to vary directly with 
price of the product sold, in the 
same proportion as the price 
motivator varies inversely. 


What Are the Attributes of a 
Good Dealer? 


To obtain a satisfactory an- 
swer to this question, the pur- 
chaser was asked for reasons 
influencing his purchase from a 
particular dealer; 48.5% pur- 
chased on the strength of special 
offers. Of this number it is in- 
teresting to note that 46% were 
under thirty years of age and 
62% under forty, also that pur- 
chase valuation in 62.5% of the 
cases was under $400. 


Reputation for square dealing 
attracted 34.5%. Breakdown by 
age groups and purchase evalu- 
ation brought a striking contrast 
to the results obtained for spe- 
cial offers. It was discovered 
that 50% of those purchasing 
because of dealer reputation for 
square dealing were over forty 
and 83% were over thirty. By 
price classification it was found 
that 88.5% of purchases had a 
valuation over $400. 


These two factors alone, at- 
tracting as they do 83% of all 
purchasers, give very definite 
indication of the proper appeals 


to be made in the used car 
market. Generally, it may be 
said that low-priced cars may 
best be sold to purchasers under 
thirty on the appeal of special 
offers. High-priced used cars 
stand their best chance among 
purchasers over thirty with sales 
appeal based on the reputation 
of the dealer. 


Strangely enough, service 
reputation ranked in only 9% of 
the cases under review and dealer 
loyalty in only 24.5%. The latter 
figure checks closely with the 
20% result obtained from repeat 
purchasers alone. 


REASONS FOR PURCHASE FROM A 
PARTICULAR DEALER BY AGE 
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REASONS FOR PURCHASE FROM A 
PARTICULAR DEALER BY INCOME 
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What Are Some Popular Dealer 
Headaches? 

From a percentage point of 
view the two questions aimed at 
obtaining some idea of purchaser 
dislikes in dealers were not as 
successful as expected. Of the 
total number of questionnaires, 
only 13.4% contained definite 
answers to both. The very na- 
ture of the questions, however, 
should guarantee a certain de- 
gree of accuracy, since each 
demanded a definite explanation 
rather than an opinion. 


The question, “Why did you 
not buy from your former deal- 
er?” brought a 49.2% return. It 
will be noticed that nearly half 
(48%) had definite questions on 
price as indicated by the an- 
swers, a better offer from an- 
other dealer, too low a trade-in 
allowance or too high a price. 
Such opinions may be interpret- 
ed as a tendency to shop around 
for bargains. The largest per- 
centage (21.9% were interested 
in better offers from other deal- 
ers. The fact that such offers 
existed would seem to illustrate 
the highly competitive nature of 
the market and the possible will- 
ingness of dealers to lower prices 
to a dangerous level in order to 
effect a sale; 16.1% were of the 
opinion that the dealer did not 
allow enough for trade-ins and 


the remaining 12.4% thought he 
charged too high a price. Two 
explanations of the high price 
theory are suggested; the last 
car purchased was a cause of 
dissatisfaction or the purchaser 
had compared prices in the 
course of a shopping tour. 


The second largest group gave 
sharp business practices (9.2%) 
or personal dislike as the reason 
for not returning to their former 
dealer. Class D most frequently 
mentioned sharp business prac- 
tices, while class C softened the 
feeling to personal dislike. 


REASONS FOR NOT PURCHASING FROM 
THE PREVIOUS DEALER 





(a) Better offer from another dealer 21. o% 
(b) Too low trade-in allowance........ 16 

(c) Out of business.... 12. 4 
(d) Private purchase of a former car 12.4 
(e) Wanted a car dealer did not have 9.2 
(f) Too high price.... 

(g) Sharp business practices. 

(h) Personal dislike . sibiieiltead 
(i) Removal of Purchaser... 
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Most people were reluctant to 
name specific dealers from whom 
they would not buy. Of the one 
hundred and four questionnaires, 
only 13.4% named definite 
dealers, though many others ad- 
mitted that these were dealers 
from whom they would not buy. 


Though from the question- 
naire the explanation of adverse 
dealer attitude is rather obscure, 
it is thought from personal 
observation that credit restric- 
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tions are at the root of the 
trouble in many cases. The 
opinion is based on the remarks 
of persons interviewed. Such 
a situation appears to arise 
from a lack of sympathy between 
the credit and sales departments; 
80% of those expressing dealer 
grievances belonged to class D. 
This fact did not prevent them 
from owning cars averaging 
$500 in price. Such a state of 
affairs can only be brought 
about by consistent overselling 
and can only lead to ill-will and 
loss of reputation when the 
credit department is called upon 
to do its duty. 


In a summary of the foregoing 
analysis it was concluded that: 


1. Used car purchasers gener- 
ally belong to income groups C 
and D, though the average pur- 
chase ranges between $300 and 
$500. 


2. There 
trade up. 


is a tendency to 


3. Used cars are bought al- 
most entirely on a price basis. 


4. Contact between buyer and 
seller tends to be made in price 
ranges above $400 by salesmen; 
under this price by advertising. 


5. Price leader 


advertising 


was found to be a useful method 
of making contact. 


6. Brand consciousness exists 
in the used car market, though 
the price motive prevents brand 
loyalty to any great extent. 


7. Mechanical reliability and 
economy of operation are the 
two most desirable features in 
a used car. 


8. Good dealer strategy con- 
sists of 

(a) The use of special 

offers to sell low-priced cars 

to purchasers under thirty. 


(b) Reputation for 
square dealing as an ap- 
peal to purchasers over 
thirty of higher - priced 
cars. 

9. The commonest dealer dis- 


likes are all related to price and 
the purchaser’s ability to pay. 





QUESTIONNAIRE 


1. What make of car are you driving 
at the present time? 


2. Is it your first used car? 


8. If not, when did you purchase your 
last used car? 
Year? Make? Price? 
The same dealer or different? 


4. Why do you buy a used car in 
preference to a new one? 
(a) Price 
(b) Depreciation 








(c) Trading Up 
(d) Second car 
(e) Business Reasons 


. Was the idea of purchasing a used 
car suggested to you by: 

(a) A salesman 

(b) Advertisement 

(c) Someone who told you 

(d) Seeing a car displayed 

If so, did you buy the first car 
brought to your attention? 


. Did you go to more than one 
dealer? How many? 


. Did you have a particular make of 
car in mind? 
What make? 


And why? 
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(a) Appearance 

(b) Riding comfort 

(c) Mechanical reliability 

(d) Economy of operation 

If you were purchasing a new car 
what kind would you buy? 


(A) Did you buy your car from 
this dealer, because of 
(a) Dealer loyalty 
(b) Special offers 
(c) Reputation for square deal 
(d) Reputation for service 


(B) Why didn’t you buy from the 
same dealer as your previous 
car? 

Is there any dealer from 
whom you would not buy? 

















PROBLEMS OF EXECUTIVES IN FOREIGN 


SUBSIDIARIES 


HAROLD W. 


HE opportunities of employ- 

ment for Canadians in other 
countries and particularly in 
Europe have decreased in the 
past few years, and were never 
very numerous. Canada is, how- 
ever, definitely an exporting 
country—both of primary prod- 
ucts and manufactures. There 
will, therefore, inevitably be a 
need for Canadian representa- 
tives in foreign countries, par- 
ticularly to develop markets. 
Conversely, this nation is far 
from being a self-contained eco- 
nomic unit and finds it necessary 
to import essential raw materials 
and commodities. Therefore, it 
may safely be assumed that 
there will be opportunities, 
probably increasing in number, 
for profitable and interesting 
employment abroad. These ac- 
tivities will absorb a few 
professional men, particularly 
engineers; others will undoubt- 
edly seek fortune in far away 
lands, as independent doctors, 
dentists or lawyers. The Diplo- 
matic Service of Canada is lim- 
in size and in financial 


ited 





JOHNSTON 


opportunity, and cannot there- 
fore be regarded as a career for 
more than a very few specialists. 
Probably the most interesting 
possibility for such employment 
has been and is the organization 
of Canadian Government Trade 
Commissioners. Expanding for- 
eign trade has meant that many 
University graduates of the past 
fifteen years have found a place 
in this division of Foreign Trade. 
Unfortunately, new appoint- 
ments are very few for the time 
being and applicants at the 
examinations held at intervals 
are very numerous. 

In certain respects the main 
problems met in each of these 
fields are the same, but, as will 
be easily seen, vary in degree of 
importance. To the Canadian, 
discouraged by our deplorable 
educationai system, language 
seems the prime difficulty. Ad- 
justment to foreign climates, 
foods and living conditions is 
also of importance. The handi- 
caps, or it may be advantages of 
foreign laws, credit and banking 
systems, business routine, and 
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business prejudices, are usually 
underestimated. The executive 
or representative finds far 
greater responsibilities and less 
supervision than in a similar 
ranking post in his home country. 

The past half century of 
American and world progress 
has led to an industrialization 
beyond the dreams of successive 
leaders in commerce. As a result 
of this one can trace parallel 
processes of penetration into 
foreign markets in a dozen 
manufacturing fields. Sewing 
machines, furnaces, farm 
machinery, plumbing devices, 
safety razors, adding machines, 
soaps, and automobiles, to name 
at random a few articles, have 
followed similar lines in the 
development of their place in 
international trade. The speed 
of this movement has been 
affected in each case by the 
nature of the article, the indus- 
trial development of the particu- 
lar foreign field and the laws 
and demands of each country. 
The successive stages are briefly 
as follows: first, a domestic 
market is developed and a cer- 
tain success attained; second, 
through advertising, reputation 
or a positive demand, a foreign 
connection is made _ usually 
through an agent or jobber; 
third, in the case of semi- 
permanent articles, the home 


companies usually form their 
own foreign sales organization; 
lastly, the article is manufac- 
tured and distributed entirely 
within the foreign country. Ob- 
viously, less bulky articles, such 
as soap, chewing gum and those 
manufactured from raw ma- 
terials easily obtainable in sev- 
eral markets, tend to combine 
the last two steps of this series. 
Similarly, through extreme spe- 
cialization, branch automobile 
plants, Canadian plants excepted, 
seldom manufacture complete 
vehicles, and in the few in- 
stances where the foreign fac- 
tory produces complete units 
they are of a type peculiar to 
the particular market. 
Naturally, Canadian represen- 
tatives of any concerns whose 
export trade is at the early stage 
of its development have prob- 
lems far different from those of 
members of the usually very 
complete foreign organizations 
of firms in the latter stages. For 
example, a representative visit- 
ing Scandinavia to establish a 
distributing outlet for air con- 
ditioning equipment would find 
his evening clothes almost as 
necessary as his price lists, and 
infinitely more useful than his 
Swedish-English lexicon. But if 
a salesman were transferred 
from the Canadian to the Swed- 
ish subsidiary of an internation- 
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al soap manufacturer, he would 
need to learn Swedish on the 
ocean liner and prepare to con- 
fine his interests for months to 
every phase of Swedish life, 
probably restricting his Anglo- 
Saxon friendship to business 
associates, not through lack of 
other possible acquaintances but 
through policy and choice. We 
will presume that as a back- 
ground he has a thorough grasp 
of office organization and rou- 
tine, a fair knowledge of manu- 
facturing and costs, and experi- 
ence in distribution. He will 
have been told that all records, 
forms and routine in each sub- 
sidiary company are exactly as 
developed and used at the home 
office, but it will be suggested 
that these stupid foreigners are 
incapable of following these 
excellent systems and of giving 
the required detail. Few young 
executives approach a foreign 
appointment without a deep- 
rooted feeling that they will find 
outworn methods and stupid 
prejudices. They are invariably 
correct. The same executives, 
however, would have found as 
much fault in any domestic 
branch to which they were 
transferred had the foreign 
move not eventuated. 

In most European countries 
there are laws still in existence 


regarding books and records 
that if taken at their face value 
would render a modern office 
impossible. For instance, carbon 
copies of documents after the 
strict interpretation of the law 
cannot be used as_ evidence. 
Therefore, it is a fact that in 
many law offices in Germany 
there are old-style letter presses 
and smeared copies are taken 
off all letters sent out. Of 
course, properly attested carbon 
copies are acceptable and only 
very meticulous old lawyers 
would advise otherwise. Simi- 
larly, each country has its own 
regulations regarding the form 
and registration of documents, 
and in France it is absolutely 
necessary to know what con- 
tracts and returns are required 
to be on “papier timbré” which 
costs 114 cents a sheet. In France 
all business life is far more 
formal than in England, Ger- 
many or Scandinavia. The office 
manager is a petty tyrant, and 
every workman is strictly on his 
dignity and anxious that no one 
should underestimate the impor- 
tance of his position, be it scav- 
enger, bank director, or janitor, 
which is probably to a foreigner 
the most obnoxious snobbery. A 
good rule in Europe or America, 
however, is to take individuals 
at their own value. It is, never- 
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theless, a shock to read on 
Danish tombstones “Mr. Master 
Carpenter Jensen lies here,” or 
to be introduced at your first 
formal Swedish dinner party as 
Mr. Soap Manufacturer Smith, 
and all evening hear all remarks 
addressed to you prefaced by 
the same title, as, “How does 
Mr. Soap Manufacturer find the 
climate here?” It is vastly im- 
portant in the Scandinavian 
countries to address everyone 
with his proper, business or pro- 
fessional title, and everyone has 
a title. To a lesser extent in 
Germany and Central Europe 
similar care must be exercised, 
but it is no longer necessary to 
interlard casual conversation 
with such terms. Of course, the 
above remarks do not refer to 
inherited or conferred titles of 
nobility or earned military rank. 
Etiquette prescribes formal use 
of the latter in business or social 
intercourse. Obviously, the new- 
comer to these Northern coun- 
tries must determine at once 
what title he is qualified to use 
and make sure that his business 
associates are in agreement on 
the point. 


To the average Canadian or 
American, foreign exchange is 
a closed book, and the fluctua- 
tions between Canadian and 
U.S. dollars seem arbitrary and 
only of minor personal interest. 


But of very paramount import- 
ance to the foreign representa- 
tive are the daily quotations of 
six to ten or more currencies. 
Even a comparatively small 
business transaction mayinvolve 
financial entanglements that 
never enter into a similar deal, 
no matter how large, in the 
home country. This, then, is one 
of the first items a newcomer 
must learn. The monetary sys- 
tems themselves are, of course, 
comparatively simple, excepting 
only the English currency. No 
Canadian forced to use sterling 
for calculations for a short time 
will ever have another word in 
defense of our Anglo-Saxon 
system of weights and measures. 
Both are anachronisms, but 
either could now be altered to 
a decimal system only at very 
great expense. The presumably 
thoroughly trained Canadian 
accountant, however, will find 
books kept in several currencies, 
all fluctuating, a very real 
problem. To complicate that, 
Germany, Central Europe and 
Russia, although nominally on 
the gold standard, have sup- 
ported currencies, and a German 
mark or a Hungarian pengo 
does not represent an equal 
number of cents if purchased in 
London or sold in the issuing 
country. Of course, Germany 
and to a lesser extent other na- 
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tions have been forced to adopt 
a multiplicity of monetary units; 
there are script marks, tourist 
marks, resort marks, bootleg 
marks, as well as gold marks to 
complicate the picture. Closely 
connected with this currency 
problem, involved by the post- 
war inflation and culminating in 
the successive desertions of the 
gold standard, are the restric- 
tions by several nations of 
foreign credits, investments and 
commerce. 

It has been suggested, above, 
that the laws, particularly com- 
mercial, of the various countries 
must be studied. It cannot be 
emphasized too strongly that in 
Canada or any other country the 
responsible executive must him- 
self have studied at least the 
rudiments of commercial law. 
Too many English and Ameri- 
cans in business in Europe are 
entirely at the mercy of their 
landlords, and even of their 
clients. Lawyers are necessary, 
but the tendency here and abroad 
is to be lax in personal business. 
The status of a widow when 
there is no will, of a tenant on 
a nine year lease, of a sub-ten- 
ant in a flat; what constitutes a 
contract; what are the registra- 
tion requirements for foreigners ; 
what is the procedure to collect 
a debt — these are a few of the 


problems that no lawyer’s “yes 
or no” can solve. Then, too, 
common sense, although always 
a help, provides no answer when 
one is speaking a foreign tongue 
and hears unfamiliar statutes 
and extracts quoted, with no 
experience to judge their rele- 
vance. Almost every country has 
regulations as to what consti- 
tutes the legal books of any 
business incorporated or other- 
wise. There is a certain govern- 
ment supervision and usually 
the general journal must be in 
solid binding and registered at 
some government office. The law 
probably demands that “the 
books of the company shall be 
certified and each page regis- 
tered.” Taken literally, this 
would preclude the use of loose 
leaf or card ledgers. In practice, 
usually, the minute book and the 
journal recording the annual 
closing entries and balance sheet 
are so treated, and evidence that 
any system of books is properly 
kept will be sufficient to allow 
them to be used as evidence in 
litigation. However, it must be 
emphasized that the very best 
legal advice is necessary to make 
sure that operations in a foreign 
country are within the law and 
that the form of branch or sub- 
sidiary is the one best fitted for 
the purpose. Changing opera- 
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tions often necessitate a new 
form of incorporation. Taxation 
of dividends and income is a 
vexing question for subsidiaries 
or agencies. Many American 
corporations have paid huge 
sums in duplicate taxation and 
transfer fees when no actual 
transfer has taken place. Re- 
strictions on the export of capi- 
tal from many countries have 
resulted in millions of dollars 
being frozen, largely through 
lack of the proper advice at the 
time of the investment or when 
the first attempt to withdraw 
the capital was made. A busi- 
ness maxim runs that no sale is 
complete until there isa satisfied 
customer and the money is in 
the bank. Any foreign repre- 
sentative will be faced with 
additional problems as has been 
indicated in getting the money 
banked and making sure his 
home office will get it ultimately 
—and even if he is not con- 
fronted with the major problems 
immediately upon entering his 
new task, he will realize that his 
local problems must be studied 
so that he may fulfill his respon- 
sibilities to his home office. He 
may find the new language and 
living conditions so difficult that 
he cannot even touch the larger 
problems. Many are incapable 
of learning or understanding a 
foreign language, and the pecu- 


liar approach to languages in 
our secondary schools handicaps 
those with average ability. For 
the sake of the soap manufac- 
turer we will hope that before 
his trip to Sweden he already 
had a background of German 
and a facility for reading and 
making himself understood in at 
least one foreign tongue. After 
the second, additional languages 
are comparatively easy. No 
foreigner in Canada could hope 
to accomplish anything until his 
English was adequate, and a 
Canadian in any other country 
is under a corresponding handi- 
cap. 

If language is the first diffi- 
culty, living arrangements are 
the second. Foreign work mul- 
tiplies the daily cares of the 
household, and a disposition to 
criticize, to make comparisons 
with Canadian methods and to 
demand Canadian brands of 
canned goods has wrecked many 
a promising married career. 
Bachelors can be comfortable 
anywhere and at comparatively 
little variation in expense. Bach- 
elors used to living abroad who 
marry Canadian girls soon learn 
how little worries cause home- 
sickness. And, inevitably, every 
move even between comparable 
cities in Canada means increased 
expense for a household until it 
becomes adjusted. Most firms 
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recognize this fact, but the extra 
allowances made are for an all 
too short period. This adds an 
incentive to the effort to become 
acclimatized. 

It is unnecessary to detail the 
dangers of strange diets to weak 
characters or digestions. Few 
have lived abroad for any time 
without learning to respect the 
food and drink habits of other 
nations, and few have travelled 
from one country to another re- 
peatedly without learning that 
temperate habits are necessary 
in food as well as drink. Hun- 
garian paprika, Italian salad 
and cooking oils, French sauces, 
German fruit soups and Danish 
schnapps all are excellent but 
require training to assimilate. 
Many a good Canadian executive 
has fallen victim to his digestion 
and found his efforts in the 
in the foreign field nullified. 

Those who take a live interest 
in every phase of life at home 
are invariably the most happy 
and successful abroad. To offset 
the perils of diet and the rocks 
of household vexations they 
have the excitements of explor- 
ing strange peoples and environ- 
ments. It is not always possible 
for the foreigner to penetrate 
every circle in his adopted coun- 
try, but every effort is amply 
repaid. A study of customs and 


history makes pleasurable busi- 
ness trips where friendly con- 
tacts are limited and the village 
inn appears cheerless. 

The increasing restrictions 
and complexities of foreign 
trade for the past five years 
merit a separate story. Each 
country has developed barriers, 
and none has been logical in 
its application of subsidies, 
tariffs, quotas, of the hundred 
and one panaceas for unemploy- 
ment, farm relief, commodity 
prices, and international trade. 
Every foreign representative is 
confronted by one or more of 
such problems. The difficulties 
he must daily surmount to keep 
any share of his market are en- 
tirely unappreciated in Canada. 
To these possibly temporary 
barriers to commerce, the manu- 
facturers in America doing an 
export business five years ago 
owe the terrific shrinkage if not 
extinction of their foreign sales. 

Such are some of the problems 
peculiar to transacting business 
in a foreign field. Some of the 
more obvious difficulties have 
been neglected altogether, and 
those described have been treat- 
ed very sketchily. A last word 
of warning may not be amiss. 
The days of exploitation of 
foreign markets are almost past 
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and no quick fortunes can be 
expected through such means. 
The qualifications for success in 
a foreign country are the same 
as are required at home, per- 
haps higher. Monetary rewards 
are not appreciably greater than 
for similar positions in Canada, 
the expense is invariably much 
higher, but the experience for 


those who enter wholeheartedly 
into such aventure is unequalled. 
Many expatriates find upon re- 
turn to Canada that life here no 
longer satisfies them, but the 
majority are better qualified by 
their foreign experience to de- 
velop their social, business and, 
it may be, public life in the 
country of their birth. 
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PSYCHOLOGICAL ASPECTS OF MARKET 
RESEARCH 
DOUGLAS J. WILSON 


HE rise of modern industry 

was marked at first by an 
emphasis upon production. The 
general utility of the article 
manufactured being assumed, 
the efforts of experts were di- 
rected to increasing the amount 
produced, to reducing the rela- 
tive cost of production, and to 
maintaining a standard of effi- 
ciency arbitrarily established. 
With an increasingly widespread 
distribution, however, advertis- 
ing rapidly developed into one 
of the major concerns of pro- 
ducers. At first advertising 
aimed chiefly at a description of 
goods in terms of utility, dur- 
ability and economy. In other 
words, the emphasis was and 
perhaps still is, upon the prod- 
uct. Under these conditions it 
quickly transpired that much 
advertising turned out to be 
“blind,” and hence futile and 
wasteful. 

Market research as a central- 
ized means of examining criti- 
cally the what of manufacturing, 
the where of advertising and the 
how of selling, arose from vague 
and rather unorganized efforts 
to estimate quantitatively the 
present and predicted marketing 


conditions. More recently the 
notions of preparing future mar- 
kets and the securing of infor- 
mation concerning customers’ 
wants and attitudes, have been 
incorporated into the program 
of market research. According- 
ly, beginning with emphasis 
upon the product, modern busi- 
ness has, at last, turned to a 
consideration of the consumer. 
The former demanded the con- 
tribution of physical scientists 
and engineers, the latter de- 
mands the contribution of 
psycho-technologists. For over 
and above the many economic 
problems involved in market re- 
search, psychological problems 
constantly recur and these can 
only be approached by psycho- 
logical techniques. As yet these 
techniques have not been worked 
out, largely owing to the recency 
of the development; the writer 
knows of no textbook dealing 
specifically with the psychologi- 
cal problems of market re- 
search.' 

These problems centre around 
the characteristics of the con- 
1This conclusion is confirmed by a 

similar statement in J. G. Jenkins: 


“Psychology of Business and Indus- 
try.” P. 317. 
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sumer with a specific reference 
to his “buying behavior.” Obvi- 
ously the process of buying is 
very complex and in many in- 
stances paradoxical. A young 
man who requires advice on 
buying ties may purchase a car 
or a diamond ring on an hour’s 
notice. At present, therefore, 
we can only resort to very gen- 
eral categories of factors that 
are operative in any buying act. 


The best ones known to the 
writer are those of P. F. Lazars- 
feld? of Vienna. This author 
suggests these factors: 


1. Attributes of the article. 
2. Tendencies of the customer. 


3. Motivating influences. 
Until very recently market re- 
search would have been content 
to turn over to production ex- 
perts the first of these classes. 
Let the engineer decide how a 
car should be built, let the paint 
expert decide the color schemes, 
let the artist design the lines and 
the appointments of the car and 
soon. The major difficulty here 
is that the modifications have 
usually had to occur gradually. 
Note that we still have running 
boards on our cars! Engineers 
and designers have not yet been 
able to carry the lateral evolu- 





2P, F. Lazarsfeld: Harvard Business 
Review, 1934. ’ 


tion of the car out of the horse 
and buggy stage in spite of their 
daring changes in the longitud- 
inal direction. The most notable 
research known to the writer 
aimed at discovering customer 
preferences is that of the Gen- 
eral Motors.* Unquestionably, 
if enough demands are made by 
customers for more seating ca- 
pacity and less external appen- 
dages, even running boards may 
disappear! In addition to enter- 
taining the wishes of the cus- 
tomer and incorporating them 
into future products, such re- 
search also suggest focal points 
for sales efforts in advertising 
and selling. 

It is possible that the attrib- 
utes of an article will continue 
to be left to technical experts in 
many fields at least. But the 
other two sets of factors sug- 
gested are undoubtedly psycho- 
logical in nature. The approach 
to these problems will reflect 
current psychological theory. 
For example, owing to the for- 
mer emphasis in psychology 
upon general human character- 
istics, many efforts in advertis- 
ing were, and are directed 
towards tapping general or basic 
tendencies. Many lists of such 
tendencies were provided by 
applied psychologists that were 





8Customer Research, General Motors, 
1934. 
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PSYCHOLOGICAL ASPECTS OF MARKET 


RESEARCH 


supposedly appropriate to all pur- 
chasing situations. We should 
appeal to security, or pride, or 
the emotions and so forth. Ex- 
perimental evidence for such 
lists was usually lacking for the 
commonly overlooked reason 
that there was none. With the 
shift in emphasis to a recogni- 
tion of individual differences, 
however, the keynote of research 
aimed at determining buying 
tendencies is now specificity. 
That is, what are the determin- 
ing factors in buying this type 
of product? The anti-social stig- 
ma of bad breath is much more 
powerful than an appeal to gen- 
eral cleanliness. Other examples 
readily come to mind. The tech- 
niques suggested for obtaining 
these data are chiefly of the 
questionnaire, interview or di- 
rect observational types. Occa- 
sionally an experimental trial of 
specific advertising is attempted 
and results computed according- 
ly. 

The focal points of interest 
for market research with respect 
to the last of the three sets of 
factors, viz: the motivating in- 
fluences, will be concerned with 
the actual buying act as well as 
with advertising. For conveni- 
ence we may describe these in- 
terests under three headings, as 
follows: 


Motivating Influences 


(A) Degree—Rigidity of buy- 
ing habits vs. plasticity. 

(B) Quality—Vehicle of ad- 
vertising, source of suggestion, 
nature of appeal. 

(C) Time factors—Stages of 
relative influence. 

(A) The degree of influence 
possible both in advertising and 
selling will vary with the prod- 
uct. A man may change more 
readily from one brand of to- 
bacco to another than he will 
from one make of car to another. 
Specificity again is the keynote 
with respect to the product and 
the community contemplated. 
What is the possibility of influ- 
encing your particular customer 
in the direction of your particu- 
lar product? This is a matter for 
research, not speculation. What 
is true of razor blades won’t be 
true of steamship services. What 
is true of New England may not 
be true of Alberta. 

(B) The quality of advertis- 
ing and sales appeal is probably 
the most important of the moti- 
vating influences. The most ef- 
fective vehicle—whether maga- 
zine, newspaper, poster or radio— 
must be determined empirically. 
The radio, for example, ap- 
pealing as it does to the inti- 
mate home circle, is peculiarly 
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fitted for advertising intimate 
products or those associated 
with the home. The source of 
recommendation again varies in 
effectiveness. For some products 
any celebrated or notorious 
name has motivating power 
especially with the rabble. Other 
products, such for example, as 
building equipment must be rec- 
ommended by experts. In choos- 
ing one of these two types one 
cannot afford to guess. Lastly 
under quality, is the detailed na- 
ture of the appeal. No general 
rules of content can be laid 
down, as already suggested in 
our discussion of tendencies. For 
example, should an advertise- 
ment or a sales talk appeal to 
logic or to the emotional life of 
the customer? This depends on 
whether one is selling lingerie or 
locomotives. In general, then, 
the problems confronting adver- 
tising and selling will have to be 
met individually by market re- 
searchers, although accredited 
techniques may be transferred 
from one field to another. 

(C) Time has been shown to 
be important in several direc- 
tions. Thus the lapse of time 
between advertising and follow- 
ups is an effective variable. 
Moreover, there are stages in the 
buying deliberation that are not 
uniformly _ significant. Most 
people, for instance, have their 
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mind made up as to the make 
of a piano they want very early 
in their planning. They may, 
however, decide upon a make of 
washing machine relatively late 
in the proceedings. Probably 
less is known about the temporal 
sequences in buying behavior 
than about any other phase. 
Sales efforts, however, must be 
adjusted to the known peculiari- 
ties of deliberation. 


Summary 


Market Research, arising out 
of the needs of effective distribu- 
tion, has rapidly passed from 
merely an economic stage to one 
of social and psychological pro- 
portions. The three factors in- 
fluencing a customer’s buying 
are: first, the attributes of the 
product; second, the underlying 
tendencies in human nature; 
third, the particular modes of 
motivating buying activity. 
Each of these provides problems 
of research. Techniques are not 
yet common, though suggestive 
examples are available. The 
chief emphasis in future re- 
search will undoubtedly be speci- 
ficity. This will reflect itself in 
products of more variable attri- 
butes, advertising of more par- 
ticularized appeal, and selling 
methods appropriate to individ- 
ual instances. 
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SOME OBSERVATIONS ON INVESTMENT 


BANKING 
AUSTIN GRIMSHAW 


N bringing the securities of a 

new company to market, the 
investment banker and the con- 
sulting engineer have in the past 
ordinarily acted in rather close 
union, especially in the earlier 
stages of the promotion when 
the economic feasibility of the 
project is being investigated; 
but the ultimate decision as to 
whether or not to underwrite 
has naturally always been en- 
tirely in the hands of the 
former. Any realistic interpre- 
tation of the history of promo- 
tion must recognize the signifi- 
cance of this entente without 
union, with the banker in control 
and the engineer, although sub- 
ordinate, retaining his autonomy. 

The colossal failure, in the 
past decade, of many of our 
blithe promotions is directly 
traceable to flaws in the form 
of this association between engi- 
neers and investment bankers, 
the more noteworthy flaws 
being: 

1. Autonomy of the engineers. 

2.Subordinacy of the engi- 


neers. 


3. Education of the engineers. 

4. Education of the bankers. 

5. Insufficiency of penalties for 
error. 

At first glance this listing 
appears to be an attempt to pin 
onto the engineers most of the 
blame for the failure of issues 
of the promotional type. To the 
extent that the engineers’ esti- 
mates of earnings have been 
faulty, they are to be censured; 
but since the bankers have been 
in control, it has clearly been 


‘their duty to assure themselves 


of the soundness of the engi- 
neers’ reports. Because invest- 
ment bankers have failed to 
provide machinery for checking 
the engineers, the entire organi- 
zation has failed to provide 
reasonable security for the in- 
vesting public. 

The key to this failure to 
provide machinery seems to lie 
in the autonomy of the engi- 
neers. For some reason, we 
humans are prone to accept 
without question and with the 
utmost respect the mere opin- 
ions of persons independently 
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engaged in professions in which 
we have not been trained, where- 
as we view with deep scepticism 
the opinions of our own subor- 
dinates even though their train- 
ing may have been identical. 
This scepticism, which results 
in careful checking of the sound- 
ness of the subordinates’ meth- 
odology and thinking, clarifies 
the principal’s own thinking and 
brings his own common sense 
to bear on the problem; and 
furnishes a check which consid- 
erably lessens the possibility of 
serious error. Also, scepticism 
toward subordinates breeds a 
further safeguard in its tend- 
ency to cause principals to 
educate themselves in all de- 
partments of their businesses. 
The autonomy of the engineer, 
however, has made the invest- 
ment banker less sceptical of the 
opinions of economic feasibility 
expressed by members of his 
own organization and has caused 
him to substitute for it blind 
confidence in the ability of out- 
side consulting engineers to 
furnish him with correct an- 
swers. This failure to educate 
himself in the engineering 
aspects of his underwritings and 
to apply his own common sense 
and judgment has led him to 
float issues which sober reflec- 
tion would have shown had no 
possibility of success. It is hard 
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to see how any banker with a 
remnant of scepticism could 
have accepted without question 
some of the reports of consulting 
engineers in, for example, the 
warehouse, toll-bridge, and rail- 
road fields in the United States. 

One engineering firm in the 
warehouse field used to get its 
estimates of demand for storage 
space in a city by multiplying 
the population within a radius 
of fifty miles of the city by a 
per capita square footage con- 
stant, and by then recommend- 
ing that the amount of storage 
within the city be brought up to, 
say, three-fourths of this figure 
by further construction. Their 
only check on the necessity for 
the recommended additions was 
a superficial questioning of a 
few of the commission merch- 
ants in the city, who, being 
always receptive to plans for 
increased competition among 
warehousemen which would 
lower rates, were uniformly en- 
thusiastic — but signed no con- 
tracts. The investment bankers 
to whom this firm reported, 
however, took the reports at face 
value and sold securities to fin- 
ance the construction of huge 
terminal warehouses in a num- 
ber of our larger cities, when 
any reflection at all would have 
revealed that the radius of in- 
fluence of a warehouse varies 
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BANKING 


with the influence of the city in 
which it is located, being per- 
haps five hundred miles for 
Chicago and twenty miles for 
Albany, and that there is there- 
fore no constancy of relationship 
whatever between the popula- 
tion within a certain radius and 
the demand for warehouse space. 
Needless to say, a number of the 
warehouses so financed have 
been largely unoccupied since 
the opening day. 

Many toll-bridges were fin- 
anced as a result of engineering 
reports which assumed that their 
erection would cause not only 
the diversion of all traffic from 
nearby ferries, but also the di- 
version of a large percentage of 
traffic over ferries twenty to 
fifty miles away, plus a large 
additional increment of traffic 
brought into existence by the 
superiority of the new facility. 
When the bridges were opened, 
it was discovered that the traffic 
over the ferries any distance 
away was not diverted to any 
great extent, since it was 
largely composed of local pat- 
rons journeying only a few miles 
who were. not interested in tra- 
veling twenty to fifty extra miles 
in order to use the new and 
superior facility. The engineers 
had not bothered to make field 
investigations of the origin and 





destination of the traffic on the 
various ferries, and the bankers 
had not checked the engineers’ 
methods of logic. One engineer- 
ing firm had about fifteen such 
debacles to its discredit, all 
resulting from failure to appre- 
ciate the local characteristics of 
traffic, and a small group of 
investment bankers underwrote 
most of them. One of the worst 
failures was that of a five mil- 
lion dollar bridge erected more 
than fifty miles away from a 
city of any size, connecting 
towns of much less than five 
thousand population, with no 
hinterland. 

The nineteenth century closed 
with a mushroom growth of rail- 
roads. The constant procession 
of receiverships and reorganiza- 
tions which have been a feature 
of our economic history ever 
since are eloquent testimony to 
the failure of reporting traffic 
engineers (where any were em- 
ployed) to gauge the potential- 
ities of the territories traversed. 
As a result, there are miles and 
miles of track penetrating barren 
country which sends little to 
market and buys less, and more 
prosperous country so networked 
with track visiting every hamlet 
and cross-road that even with 
the heavy tonnage available, the 
carrying charges cannot be met. 
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Most of the unfortunate ven- 
tures listed above would not 
have been underwritten had the 
bankers retained their faculty 
for intelligent scepticism, which 
was atrophied by their too high 
regard for and dependence upon 
the intelligence of a class of 
autonomous, consulting engi- 
neers. Many other failures, 
however, have resulted from the 
fact that this autonomy is not 
complete, and the engineer’s 
estimates have been influenced 
by the knowledge that the banker 
for whom he is temporarily act- 
ing in a subordinate capacity 
will be happy only with a certain 
answer. Once the engineer be- 
comes aware of what this de- 
sired answer is, he is apt, 
consciously or unconsciously, to 
work toward it. In fact, one well 
known company has long been 
famous for appraisals reflecting 
its clients’ desires instead of 
sound engineering judgment. 
Where it occurs, this subordin- 
acy of the engineer’s judgment 
presents an even more severe 
problem than that arising from 
his autonomy, inasmuch as it 
destroys the value of the only 
investigation made in cases 
where the banker fails to check 
for soundness. 

Why is it that consulting engi- 
neers, acting unquestionably in 
good faith, have made ' such 


grievous mistakes of judgment 
as those described above? The 
answer seems to lie in the pro- 
cess through which they have 
obtained that position of emin- 
ence in their profession which 
allows them to set up as con- 
sultants. Most of them have 
been excellently trained in tech- 
nical schools and over a period 
of years have added to this 
fundamental theoretical training 
a broad experience in concep- 
tion, design, construction and 
operation of large industrial 
and utility enterprises. The 
great factual knowledge so accu- 
mulated has made them authori- 
ties in the fields in which they 
have worked and the demand 
for their services in these fields 
has become of sufficient magni- 
tude to justify the setting up of 
independent organizations to 
satisfy it. In the fields in which 
they have originally developed 
their technical abilities, they are 
apt to be consulted often on 
finarcial and economic problems 
as well, since they ordinarily 
have experience on the business 
side as well as on the technical. 
Furthermore, since their engi- 
neering knowledge is often uni- 
versal in its application, they 
gradually tend to extend their 
areas of technical consultation. 
Having formed a habit of offer- 
ing financial and promotional 
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advice in their original fields of 
endeavor, they tend to continue 
this practice as they expand out 
of it, not realizing that their 
business knowledge is narrow 
and factual and does not rest 
upon a solid basis of theory, as 
does their engineering knowl- 
edge. Moreover, their primary 
education along mathematical 
lines tends to make their think- 
ing rigid and to lower their 
capacity for logical reasoning 
in situations where judgment 
necessarily takes the place of 
formulas. This is not to be 
interpreted as impugning the 
intelligence of engineers, but 
rather as an attempt to point 
out the evident limitations im- 
posed by their education and 
subsequent specialization, as a 
class; and as an explanation of 
the underlying reason for the 
frequent failures of individual 
consulting engineers to provide 
investment bankers with sound 
promotional reports. 

On the other hand, faulty 
education of the bankers con- 
tributes to the acceptance of 
these unsound reports at face 
value perhaps even more than 
the already discussed human 
tendency to overvalue the opin- 
ions of autonomous outsiders. 
The average investment banker 
probably reaches his position of 


eminence by a route embracing 
a social and athletic preparation 
in a liberal arts college and a 
successful interlude as a bond 
salesman. During the latter 
period he learns the argot of his 
trade and observes the surface 
manifestations of the machinery 
which grinds out new issues for 
him to sell. His experience leads 
him into an overemphasis of the 
importance of the marketing 
function, as the engineer’s leads 
him into overemphasis of the 
technical. Unlike the engineer, 
however, his earlier formal 
education gives him no body 
of theory on which to draw 
during his later period of prac- 
tical experience; he must learn 
to depend entirely on his ability 
to evolve sound judgments by a 
process of logical reasoning. 
Furthermore, even if his reason- 
ing is sound, since he is unac- 
quainted with the activities of 
issuing companies, he must al- 
ways call upon specialized busi- 
ness men and engineers for the 
facts on which to base his 
decisions as to whether or not 
to underwrite. In analysing and 
digesting these facts and the 
accompanying reports on earn- 
ings, he may often discover 
serious error where it is present 
by the application of common 
sense, but he will always to some 
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degree be handicapped by his 
own educational and experience 
limitations, sometimes to the 
point where he must rely entire- 
ly upon outside opinions. 

Obviously, therefore, there 
now is and has always been a 
crying need for a liaison officer 
between the engineer-specialized 
business man on the one hand 
and the investment banker-mar- 
keting specialist on the other. 
Let us examine first why he is 
only now being developed; and 
second, the technique which he 
must acquire. 

The main reason for the fail- 
ure to develop a satisfactory 
liaison between the engineer 
group and the banker group is 
probably to be found in the in- 
sufficiency of penalties for errors 
of omission and commission in 
estimating and reporting to the 
buying public the condition and 
earning possibilities of compa- 
nies whose issues are being 
marketed. The only penalty in 
the past, except in cases of de- 
liberate fraud, has been loss of 
prestige and clientele, and even 
this penalty has been avoided to 
a large degree by citation and 
acceptance of exonerating rea- 
sons for failure arising subse- 
quently to the issue and therefore 
supposedly beyond the control 
of the issuer. In addition, the 
investing public has seemed 


quick to forgive and forget, 
where the percentage of failure 
has been kept within moderate 
bounds. 

A secondary reason for the 
failure to develop a satisfactory 
liaison has probably been the 
lack of formal educational facili- 
ties for training men suitably. 
The combination engineering 
and business curricula offered 
over the past decade at Harvard 
and elswhere have now removed 
this obstacle. 

Perhaps a third reason for 
this defect in organization may 
lie in the rapidity with which 
the investment banking business 
expanded in the period from 
1914 to 1929, with a necessary 
consequent emphasis on training 
of marketing rather than liaison 
organization. 

Whatever the reason for past 
failure to develop the liaison 
officer, the necessity for min- 
imizing errors of judgment and 
fact in future security under- 
writings imposed by the pen- 
alties of the new security 
legislation, make his develop- 
ment essential now. He clearly 
must have in him something of 
the engineer, something of the 
specialized business man and 
something of the banker. His 
engineering training must be 
sufficient to allow him to judge 
the value of new inventions and 
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processes, the accuracy of esti- 
mated construction costs and 
appraisals, and operating costs 
and routine. His _ specialized 
business knowledge must be 
great enough to enable him to 
evaluate the reasonableness of 
estimates of gross business, of 
price scales, of production, mer- 
chandising, selling and financial 
organization and policy, and of 
opportunities for expansion of 
old and introduction of new 
industries. His banking training 
is necessary to give him the 
broad viewpoint arising from a 
proper understanding of the 
theory and principles underlying 
intelligent business methods. He 
will probably have to have, 


therefore, both theoretical and 
practical engineering and busi- 
ness training, and enter the 
investment business only after 
an apprenticeship spent in ob- 
taining his practical experience 
in these collateral lines. The 
task of developing such men 
does not appear easy, but it is 
certainly easier now than it was 
ten years ago; and a nucleus of 
such men is already available, 
competent to fill this difficult 
liaison post as soon as invest- 
ment bankers become aware that 
if they are to operate success- 
fully under our present laws 
regarding securities, they must 
rebuild their organizations 
around them. 
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ARTHUR G. DORLAND 


The British Elections and Return 
to a Two-Party System 


HE return to power in Great 

Britain of the so-called Na- 
tional Government in November, 
1935, was not only a notable vic- 
tory for the Conservatives, but 
may also be regarded as a return 
to the two-party system in Great 
Britain, since the Liberals as a 
party have almost disappeared. 
Back in the eighties the Irish 
question created the first serious 
schism in the ranks of the mod- 
ern Liberal party, so that for 
many years there were four 
parties in Parliament, i.e., the 
Irish Nationalist, the Liberal 
Unionist, the Gladstonian Lib- 
erals and the Conservative 
party. In 1906, when Labour 
first entered the parliamentary 
lists as a serious contender, 
there was added a fifth party. 
The settlement of the Home Rule 
question, however, by granting 
Dominion status to the Irish Free 
State, removed the Irish Nation- 
alist party from Parliament. 
Ever since that time there has 





been a steady defection from the 
Liberal ranks, either to the Con- 
servative side on the one hand, 
because of distrust of too radical 
social and economic changes, or 
to the Labour side on the other, 
because of a growing feeling 
that it was the only group in 
Great Britain that was showing 
any constructive leadership 
either in international or national 
affairs. Although popular sup- 
port of Labour was steadily 
mounting after 1921, the posi- 
tion of the first two Labour gov- 
ernments in 1923-24, and again 
in 1929-31, was insecure, be- 
cause they had as yet no clear 
majority in Parliament over the 
other two parties, and conse- 
quently were largely dependent 
on Liberal support to keep them 
in power. With the formation 
of the National Government in 
1931, when MacDonald went 
over to the Conservatives and a 
small group of Liberals to save 
the gold standard and prevent a 
possible financial panic, Labour 
again suffered a serious setback 
in terms of parliamentary 
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power; though the growing 
popular strength of Labour 
throughout the country may be 
estimated by the fact that ap- 
proximately eighty-five per cent. 
of the Opposition forces consist- 
ed. of Labour, while approxi- 
mately the same figure repre- 
sented the popular vote secured 
by the National Government. 
Therefore, while the National 
Government had obtained an 
overwhelming majority in terms 
of parliamentary seats, in terms 
of popular support the Labour 
party had obviously advanced its 
position very considerably. 


In the last election of Novem- 
ber, 1935, Labour was again de- 
feated; but the tendency in the 
1931 election of a return to a 
two-party system was, as indi- 
cated above, even more clearly 
shown in this last election, when 
84 per cent. of the Opposition 
seats in the present Parliament 
are held by Labour, and 90 per 
cent. of all seats are held by Con- 
servatives. The principal result 
of the last election then has been 
to end the sham of the so-called 
“National” Government, and to 
clear the issues before the coun- 
try by the election of an Opposi- 
tion strong enough to make itself 
both heard and felt. Labour has 
not yet recovered from the defec- 
tion of Ramsay MacDonald, the 


untimely death of Arthur Hen- 
derson and the resignation of 
George Lansbury. Many believe, 
however, that the new leader, 
Herbert Morrison, who combines 
cool common-sense with an un- 
usual grasp of public affairs, 
will make his mark in this new 
Parliament. At any rate, the 
political situation in Great 
Britain has been clarified and is 
regarded by many as infinitely 
preferable to the previous un- 
healthy condition under which 
almost anything the Government 
wanted was rushed into effect by 
a majority of about four hun- 
dred votes. 


The New Conservative Govern- 
ment and the League 


The time was well chosen by 
the Conservative party for a 
general election in the autumn 
of 1935. It was able to go be- 
fore the country with a credit- 
able record for its past four 
years of office, claiming such 
gains as: a balanced budget, a 
reduction of unemployment by 
over a million (leaving unem- 
ployment still at about two mil- 
lions), a noticeable recovery in 
trade, and the resumption of 
leadership in international af- 
fairs which France formerly had 
exercised. The critics of the 
Conservative Government claim, 
however, that British leader- 
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ship in international affairs is 
not so much due to capable Con- 
servative policy as to the in- 
creasingly chaotic internal con- 
dition of France, and that the 
Conservative policy in the Jap- 
anese-Manchurian question and 
towards the League of Nations 
in the Italo-Ethiopian dispute 
has been both weak and vacillat- 
ing. This vacillation may be ex- 
plained in part by the presence 
of discordant elements in Con- 
servative councils and divergent 
attitudes with regard to the 
League, as illustrated by the op- 
posite viewpoints of Mr. Eden 
and Lord Londonderry. It is 
generally conceded, however, 
that the unexpected firmness of 
the Government in finally back- 
ing the idea of collective action 
by the application of sanctions 
against Italy was mainly due to 
the Peace Ballot, by which more 
than eleven million votes were 
cast, over ten million favouring 
the imposition of sanctions 
against an aggressor. The Peace 
Ballot, one of the most impres- 
sive examples of popular educa- 
tion and propaganda on record, 
made it perfectly clear to the 
Conservative leaders that if they 
did not back the League of Na- 
tions another British Govern- 
ment would be elected to do so. 
This strong League policy advo- 
cated by the Conservatives obvi- 
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ously appealed to many shades 
of opinion. It appealed to the 
imperialist who feared Italy was 
threatening “the life line of the 
British Empire,” to the big navy 
men who saw in the enforcement 
of League sanctions an excuse 
for greater armaments, and also 
to those millions of British citi- 
zens who see the security of 
Britain, of the Empire and of 
Europe indissolubly linked with 
the principle of collective action. 
As the election returns clearly 
indicated, this many-sided ap- 
peal was overwhelmingly suc- 
cessful. 

Although elected quite defi- 
nitely on a policy of supporting 
the League, the Conservatives 
executed a volte-face almost as 
extraordinary as that of 1931, 
when, elected to keep the coun- 
try on the gold standard, they 
abandoned the gold standard 
within a month after taking over 
the Government. The second 
manoeuvre was the no less ex- 
traordinary Laval-Hoare “peace 
plan” of December, 1935, which 
proposed “to give in one form or 
another to the Italian aggressor, 
unanimously condemned by the 
League, a good half of Abys- 
sinia who, with the approval of 
the League, was defending her- 
self against the doctrine of 
force.” The loud and perhaps 
unexpected clamour against 
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these proposals and the resigna- 
tion of Sir Samuel Hoare again 
brought the Conservative Gov- 
ernment back to its earlier an- 
nounced policy; not, however, 
without casting serious doubts 
not only upon the sincerity of 
the Conservative Government, 
but also upon the good faith of 
Great Britain in its commit- 
ments to the League of Nations 
and to the some fifty nations 
that had agreed to support her 
in the application of limited 
sanctions against Italy. It may be 
suggested that one of the princi- 
pal reasons for this manoeuvre 
was the desire to bolster up the 
position in France of Ex- 
Premier Laval, who at that par- 
ticular time was facing prob- 
lems of a most critical nature 
both in respect to France and the 
rest of Europe. 


The Recent Political Crisis in 
France 


After eight months of office, 
Pierre Laval resigned on Janu- 
ary 22nd. To recall a few of the 
difficulties that faced his Gov- 
ernment is to wonder at the po- 
litical juggling that kept it in 
power so long. One of the most 
critical questions of Laval’s re- 
gime was the attitude of the 
Government towards the various 
leagues or armed political 


groups that have sprung up all 


over France as a result of the 
disturbed economic and political 
conditions of the past few years. 
By mutual agreement early in 
December, 1935, the leagues con- 
sented to disband, though the 
special interests and viewpoints 
that they represent still persist, 
and may flare up again on a mo- 
ment’s notice. Though only a 
few of the leagues profess Fas- 
cism openly, the majority are 
distinctly Fascist in tendency 
and are regarded as organiza- 
tions of the Right wing in 
French politics. The number 
and the numerical strength of 
the leagues were impressive. The 
Action Francaise, the oldest of 
these leagues, is Royalist and is 
said to have about sixty thou- 
sand adherents. The League 
d’ Action Francaise has about six 
thousand members, including 
two thousand or more who form- 
ed a special militant organiza- 


tion known as the Camelots du 


Roi, who occasionally made 
front page news by their demon- 
strations. Another group, the 
Jeunesses Patriotes are said to 
have about ninety thousand 
members. The Solidarité Fran- 
¢aise was founded in 1933 by the 
late M. Coty, the perfume mag- 
nate, and claims about one hun- 
dred and eighty thousand mem- 
bers, including three thousand 
“storm troops” in Paris alone. 
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Then there is the Front Paysan, 
which is backed by the landed 
proprietors principally of the 
north and west of France. As 
a result of this movement coun- 
try people and farmers are or- 
ganizing to refuse payment of 
their taxes, and aim to establish 
an agrarian party distinct from 
the old parties, though some who 
still belong to the Front Paysan 
have also joined the Commun- 
ists or the Croix de Feu. The 
most active and also the most 
important of these newer move- 
ments is, however, the Croiz de 
Feu, which is led by Colonel de 
la Rocque, and numbers, it is 
claimed, over seven hundred 
thousand followers, drawn most- 
ly from young men of the mid- 
dle and upper middle classes in 
France. This group has been 
the most actively militant, hav- 
ing at its disposal a fleet of aero- 
planes and holding periodical 
military manoeuvres both out- 
side and in Paris, on which oc- 
casions they have occupied cer- 
tain key positions in accordance 
with a definite plan of strategy. 
Associated with the Croix de 
Feu and strengthening its posi- 
tion further is the National 
Union of Combatants, which has 
an estimated strength of nine 
hundred thousand. 

Now, since all these leagues 
are fundamentally organizations 
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of the Right, political parties of 
the Left in France (i.e. the 
Radical-Socialist, Socialist and 
Communist) have persistently 
demanded the disbandment of 
these Fascist groups which are 
armed to the teeth and apparent- 
ly looking for trouble. As a re- 
sult, serious clashes have occur- 
red in many parts of France be- 
tween these Fascist leagues and 
Left wing groups. At the last 
Armistice Day celebrations in 
Paris and more recently at 
Limoges serious trouble broke 
out between opposing sides, in 
which several were killed and 
many injured. Such happenings 
have served to divide more deep- 
ly the Right and Left parties in 
France, so that the possibility of 
compromise or peaceful settle- 
ment has been made infinitely 
more difficult. Moreover, the 
danger of these militant organi- 
zations and the grave conse- 
quences of a sudden flare-up may 
be imagined from the informa- 
tion revealed by the Government 
Committee of Enquiry set up 
after the February riots, to the 
effect that “three Frenchmen out 
of every four carry revolvers.” 
The unexpected and dramatic 
agreement early in December of 
the Croix de Feu and the Left 
parties to disarm and dissolve, 
saved the Laval ministry for a 
few weeks longer. But no agree- 
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ment has yet been reached as to 
how this is to be worked out in 
practical detail, and already the 
Fascist leagues are complaining 
that they have been betrayed. 
It would appear, therefore, that 
the sinister potentialities of the 
leagues have been scotched, but 
by no means eliminated. 

In addition to the political 
troubles, the economic depres- 
sion in France shows no signs 
of lifting. There has been a 
steady fall in revenue for the 
past few years. Business activ- 
ity has declined, with a conse- 
quent spread of unemployment, 
while foreign trade has sunk to 
the lowest point since the war. 
In the eyes of the Leftist groups, 
the late Government has been 
but a tool of the great financial 
interests and especially of the 
Bank of France. They claim 
that the terms on which Laval 
took office were dictated by the 
Council of Regents of the Bank 
of France which is composed of 
bankers and directors of impor- 
tant industries representing the 
concentrated power of French 
finance and industry. These 
interests tried desperately to 
keep Laval in power and are also 
behind his successor, M. Sar- 
raut, since they feel that a Gov- 
ernment of the Left would be a 
serious blow to the present 
financial and economic structure 
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of the country. The budget 
passed by Laval for 1936 has 
also been a source of wide dis- 
content. By means of drastic 
economies it sought to reduce the 
expenditure of the previous year 
by at least twenty per cent. This 
met with much opposition, espe- 
cially among civil servants and 
small-salaried officials, who com- 
plain that rising costs of living 
make further reductions intoler- 
able. Various organizations of 
public servants, pensioners and 
small investors have held meet- 
ings, protesting against these 
Government decrees; while in 
the country under the Front 
Paysan, farmers are organizing 
to resist payment of taxes, to de- 
mand higher prices and a mora- 
torium on farm debts. It was 
hoped that the drastic economies 
of the Government and its de- 
flationary policy would reduce 
the cost of living throughout the 
country, but there has been little 
if any noticeable improvement in 
that direction, while on the other 
hand the purchasing power of 
the nation has been seriously re- 
duced. Altogether the problem 
appears almost unsolvable, and 
some foreign observers go so far 
as to suggest a sinister similar- 
ity between the political, eco- 
nomic and financial conditions of 
France today and those that ob- 
tained in Germany just before 
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the fall of Briining and the ad- 
vent of the present Hitler re- 
gime. 

Curiously enough, the abortive 
Laval-Hoare “peace plan” with 
Italy of December, and Laval’s 
energetic defense of it before the 
Chamber, in what has been de- 
scribed as one of the great 
speeches of his career, served to 
enhance rather than to discredit 
his Government, which was up- 
held by a majority of twenty on 
a vote of confidence. Perhaps the 
real reason for the continuance 
of Laval in power so long and 
particularly at the time of the 
withdrawal of his “peace plan” 
with Italy, was that no parlia- 
mentary group in France was 
willing to assume the responsi- 
bility of taking over the govern- 
ment of the country at such a 
critical time. In fact, the final 
resignation of Laval on January 
22, was not because of his defeat 
in the Chamber, but rather be- 
cause of elements of disruption 
within his own Cabinet caused 
by the resignation of four of his 
six Radical ministers, including 
M. Herriot. However, since 
neither M. Herriot or M. Blum 
were willing to form a govern- 
ment, M. Albert Sarraut finally 
succeeded in setting up a Cab- 
inet which, it is hoped, will have 
sufficient strength to carry on 
until the impending elections. M. 


Sarraut is a wealthy newspaper 
magnate. He had a distin- 
guished war record and was 
Minister of the Interior in an 
earlier Government at the time 
of the assassination of King 
Alexander of Jugo-Slavia at 
Marseilles, as a result of which 
M. Sarraut was compelled to re- 
sign because it was felt that he 
had neglected to take adequate 
precautions. He is not generally 
regarded as a popular figure, or 
as having anything like the ca- 
pacity of Laval. The present 
Government of M. Sarraut 
would appear to be more or less 
a stop-gap until the coming elec- 
tion renders a more decisive ver- 
dict. 

Behind all this tangled web 
of economic and political diffi- 
culties is one basic problem yet 
to be faced by any French Gov- 
ernment, and that is the gradual 
breakdown of the existing par- 
liamentary system in France, 
principally because thus far no 
politician or parliamentary group 
has been willing either to co- 
operate or to make any sacrifices 
to effect the necessary reforms. 
The crux of this problem lies in 
the fact that the present French 
constitution, adopted in 1873-74, 
is outworn and is not suited to 
contemporary French civiliza- 
tion. When this constitution 
was adopted it was, though re- 
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publican in form, really intend- 
ed to prepare the way for a re- 
turn to monarchical government. 
For many years after the adop- 
tion of the constitution, it was 
just a matter of touch and go 
whether the republic could per- 
sist at all. Moreover, the con- 
stitution was drawn up to fit 
a predominantly agricultural 
country such as France was at 
that time. Since that time 
France has become a radical re- 
public and a predominantly in- 
dustrial country. The population 
which in 1873 had a definite 
agricultural majority now has a 
large majority of urban dwell- 
ers. Meanwhile, the French 
state has undertaken a great 
many industrial enterprises. “It 
has become,” says Professor 
Bernard Fay, “a huge, unwieldy 
machine that works slowly and 
badly. It has a large number of 
officials, who are not paid 
enough, but who have not 
enough work to entitle them to 
larger earnings. There should 
be a thorough overhauling of the 
whole administrative framework 
by a wise and firm man, who, in 
trying to remedy the evils, would 
not destroy the whole fabric. 
The internal political situation 
in France is so involved that no- 
body can do anything about it. 
Parliament is getting every day 
more and more afraid to act; it 


simply tries to make as much 
noise as possible and to stand 
pat. The country knows well this 
is no remedy for the present ills, 
but there is no clear-cut major- 
ity in favour of any positive 
scheme; consequently everybody 
waits for something to happen.” 
Economic recovery in Great 
Britain served to purge internal 
politics of the bitterness which 
characterized it around 1931, and 
did this in spite of the growth of 
the Labour party and its defeat 
in the last general election. 
But, unfortunately, in France 
the steadily growing economic 
depression has only served to 
intensify the bitterness, so that 
when the expected change in 
government does come, some- 
thing disastrous might easily 
happen. But as Professor Fay 
reminds us: “It should be re- 
membered that the French 
people have a way of suddenly 
setting things right successfully. 
They do it well, and have come 
to rely upon this ability.” We 
can only hope, therefore, that 
the innate commonsense of the 
Frenchman and his ability to act 
quickly in times of crisis may 
come to his rescue at the appro- 
priate moment, and that France 
will weather successfully one of 
the heaviest storms to assail the 
Third Republic since it was 
launched in 1870. 





HE reference to the Supreme 
Court of Canada by the 
Dominion Government of all the 
more pregnant federal legisla- 
tion dealing with the control and 
regulation of business and indus- 
try necessitates the postponing 
of our intended discussion of 
some of the more interesting 
acts which are now sub judice. 
The various Provincial Govern- 
ments have filed their factums, 
counsel has been appointed by 
all the provinces, and the fate of 
the federal legislation previ- 
ously referred to in these col- 
umns is now in the hands of our 
federal judges. 

Under those circumstances, 
we find that we must confine 
ourselves to noting some of the 
more interesting decisions effect- 
ing business in Canada which 
have been reported in the past 
few weeks. The ever-increasing 
number of challenges to the con- 
stitutional validity of both pro- 
vincial and federal legislation 
continues, and we again find the 
Dominion Live Stock and Live 
Products Act contained in the 
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Revised Statutes of Canada, 
Chapter 120, being assailed in 
the Supreme Court of Alberta. 
The facts admitted to the Court 
were that a large dairy products 
company was continuing to sell 
eggs at a flat rate without grad- 
ing, contrary to the provisions 
of that act. For a second time 
since the passage of the act it 
was held to be ultra vires of the 
Federal Government. It becomes 
more apparent as the Courts 
continue to consider such legis- 
lation, that amendments to the 
British North America Act can- 
not be much further delayed. 
Another attack on the validity 
of legislation occurred in the 
recent case of Aylesford Fruit 
Company vs. Nicholas. In this 
matter an act of the Nova Sco- 
tian Legislature providing that 
co-operative companies could 
control the marketing of the 
products of its shareholders was 
before the Court. Fortunately 
for the legislation, the Supreme 
Court of Nova Scotia was able 
to hold that the by-law of the 
co-operative company prohibit- 
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ing the sale to third parties of 
apples produced by the plaintiff 
went beyond the intention of the 
Legislature and constituted an 
illegal restraint of trade. 

In connection with other mat- 
ters, a decision of some impor- 
tance to business people has re- 
cently been handed down in the 
western provinces. In the action 
of Davis against Palleson Com- 
pany an irregularity of com- 
pany organization, quite com- 
mon in Ontario, was before the 
court. Upon the organization of 
the Palleson Company, the re- 
quired organization meetings 
were not held. The company’s 
solicitor drew up the minutes of 
the meetings which should have 
been held and had them signed 
by certain of the proposed di- 
rectors and officers, but when 
the validity of the minutes was 
attacked, the Court held that, as 
the meetings had not been held, 
the minutes could not properly 
be considered binding on the 
subscribers. In view of this de- 
cision, it would be well for those 
promoting companies and organ- 
izing them to hold meetings and 
follow the procedure outlined in 
the organization minutes drawn 
up by the company’s solicitor. 

Another interesting case re- 
ported recently in Ontario con- 
tains a lesson which many of our 
civil servants, especially those in 


small communities, would be 
well advised to take to heart. In 
Ord vs. Public Utilities, etc., the 
plaintiff was the general man- 
ager of a local Public Utilities 
Commission. During the last 
municipal election part of his 
time was spent electioneering on 
behalf of the members of the 
Commission who were up for re- 
election. Unfortunately for him, 
the opponents of the Commission 
were successful at the election, 
and despite a written contract 
for three years’ service, the new 
commissioners discharged the 
manager. Coming before the 
Supreme Court of Ontario, the 
commissioners were upheld in 
their right to dismiss the ser- 
vant. 

Those of our readers who 
drive cars will be interested in 
two cases recently coming be- 
fore the Court of Appeal of On- 
tario and a County Court Judge, 
respectively. They bring to our 
attention once again and in 
somewhat decided form the 
rights of owners of animals that 
may, while on the highway, be 
involved in motor vehicle acci- 
dents. While the law is fairly 
clear and well settled, the idea 
that animals have few, if any, 
rights to be on highways is wide- 
ly prevalent. In the case of Hag- 
gerty vs. McIntosh the action 
arose out of a collision between 
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a motorcyclist and one of a num- 
ber of cows being driven along 
the highway to pasture. The 
cows were led by a_ small 
daughter and driven by a small 
son of the owner. In Trial Court, 
judgment was given the far- 
mer, his negligence not being 
specified. The Appeal Court, in 
reversing the judgment, pointed 
out that the cattle had a right to 
be on the road when being 
driven lawfully from place to 
place in charge of someone. They 
further pointed out that a 
motorcyclist, as opposed to a 
herd of cattle, is supposed to 
have human intelligence, and 
they placed the duty on the 
motorist of driving in such a 
manner that he can avoid strik- 
ing cattle on the highway under 
such circumstances. The case of 
Wood vs. Freeman goes still 
further in negativing the liabil- 
ity of farmers. In that case one 
of two horses, which had escaped 
from the farmer’s pasture into a 
ploughed field and_ thence 
through an open gate on to the 
highway, came into collision 
with the plaintiff’s automobile. 
The pasture was fenced, but the 
horses had broken down the 
fence. There was no evidence 
as to how the gate was opened, 
although it was closed at eleven 
o’clock at night, some time be- 
fore the accident, and the evi- 





dence did not disclose that the 
horses had pushed it open. In 
these circumstances the judge 
not only found that there was no 
liability on the part of the farm- 
er, as there was no negligence 
attributable to him, but found 
the motorist liable for the dam- 
age to the defendant’s horse and 
gave judgment for the defend- 
ant, pointing out that the motor- 
ist was under an obligation to 
show that he was not negligent 
in hitting a horse on the high- 
way at night. 

A decision of the Supreme 
Court of Canada in the case of 
Peggy Sage, Incorporated, vs. 
Seigel Cahn Company, Limited, 
illustrates the ever-widening de- 
gree of protection afforded to 
trade-marks in Canada. The 
plaintiff company, Peggy Sage, 
Incorporated, was formed in 
January, 1930, for the purpose 
of acquiring and carrying on the 
business of a Mrs. Sage under 
her trade-mark, “Peggy Sage.” 
Mrs. Sage had been established 
in the business of manufactur- 
ing and selling toilet articles and 
toilet preparations continuously 
since 1917; and under the trade- 
mark “Peggy Sage” in Canada 
since 1920. The trade-mark was 
registered in Canada in 1933. 
The defendant was incorporated 
in March, 1932, for the purpose 
of acquiring and continuing a 











business for the sale of toilet 
articles, and in April, 1932, reg- 
istered a trade-mark, “Peggy 
Royal.” The products of both 
the parties were of the same na- 
ture, the defendant’s, however, 
being of lower grade and lower 
price than those of the plain- 
tiff. The containers used were 
different. The action was 


brought to expunge the altered 
trade-mark from the register on 
the grounds that it misled the 
public and was an infringement 
of the plaintiff’s trade-mark. On 
appeal to the Supreme Court of 
Canada it was held the words 
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“Peggy Royal,” as printed on the 
defendant’s labels, so nearly re- 
sembled the device registered by 
the plaintiff and sounded so 
much like it, as to be calculated 
to deceive. Even if the defend- 
ant did not intend to deceive and 
actua] deception had not been 
proven, the defendant’s trade- 
mark should be expunged, if by 
its resemblance to that of the 
plaintiff it was likely to deceive 
the public in the course of its 
legitimate use in the trade. On 
these grounds the defendant’s 
trade-mark was expunged. 











